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December  1 8,  2000  Audit  Number  99049 

Michael  Hennessey,  Sheriff 
Office  of  the  Sheriff 
City  Hall,  Room  456 
San  Francisco,  CA  94102 

Dear  Sheriff  Hennessey: 

The  Controller’  ^Audits  Division  presents  its  report  on  the^audit  of  the  management  of  the 
Sheriffs  Inmate  "Welfare  Fund  (Welfare  Fund)  by  the  Office  of  the  Sheriff  (office).  The 
report  concludes  that  serious  weaknesses  have  troubled  the  administration  of  the  Welfare 
Fund,  which  provides  money  for  certain  services  and  for  educational,  vocational,  and 
recreational  programs  to  inmates  in  the  jails  run  by  the  City  and  County  of  San  Francisco 
(City).  For  the  three  years  our  audit  covered,  the  accountant  responsible  for  the  Welfare 
Fund  never  deposited  $179,834  in  commissions  paid  by  two  vendors.  In  addition,  this 
accountant  delayed  by  one  month  to  more  than  three  years  the  deposits  of  126  commission 
checks,  totaling  more  than  $1,000,000.  Not  only  did  the  office  fail  to  supervise  the 
accountant,  but  it  also  did  not  detect  that  one  vendor,  a telephone  company,  incorrectly 
calculated  its  commissions  and  underpaid  the  Welfare  Fund  by  more  than  $24,000. 
Moreover,  the  office  has  not  adequately  monitored  the  expenses  it  pays  from  the  Inmate 
Welfare  Fund.  Because  of  these  problems,  the  office  risked  losing  City  money  from  theft 
or  error,  and  prevented  its  staff  from  using  for  inmates  all  money  paid  by  vendors. 
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RESULTS  IN  BRIEF 


Due  to  serious  weaknesses  troubling  the  administration  of  the  Office  of  the  Sheriff 
(office),  the  office  requested  an  audit  of  the  Sheriffs  Inmate  Welfare  Fund 
(Welfare  Fund).  The  Welfare  Fund  provides  money  for  certain  services  and  for 
educational,  vocational,  and  recreational  programs  to  inmates  in  the  jails  run  by  the  City  and 
County  of  San  Francisco  (City).  Managed  by  the  office,  the  Welfare  Fund  derives  its 
revenue  primarily  from  commissions  paid  by  vendors  that  supply  inmates  with  the  various 
types  of  services,  such  as  payphones  and  food  sold  in  commissaries.  However,  for  the  three 
years  our  audit  covered,  the  accountant  responsible  for  the  Welfare  Fund  never  deposited 
$179,834  in  commissions  paid  by  two  vendors.  In  addition,  this  accountant  kept  in  the 
office  safe  nearly  $18,000  in  cash  from  various  sources,  and  he  delayed  by  one  month  to 
more  than  three  years  the  deposits  of  126  commission  checks,  totaling  more  than 
$1,000,000.  Not  only  did  the  office  fail  to  supervise  the  accountant,  but  it  also  did  not 
detect  that  one  vendor,  a telephone  company,  incorrectly  calculated  its  commissions  and 
underpaid  the  Welfare  Fund  by  more  than  $24,000.  Moreover,  the  office  has  not  adequately 
monitored  the  expenses  it  pays  from  the  Inmate  Welfare  Fund.  Indeed,  it  approved  invoices 
without  requiring  vendors  to  supply  sufficient  documentation  for  charges,  and  it  approved 
incorrectly  the  payment  of  a 10  percent  administrative  fee  to  one  vendor  even  though  the 
contract  did  not  allow  for  this  charge.  Because  of  these  problems,  the  office  risked  losing 
City  money  from  theft  or  error,  and  prevented  its  staff  from  using  for  inmates  all  money 
paid  by  vendors. 

When  we  discussed  our  findings  with  the  accountant  in  charge  of  receiving,  recording,  and 
depositing  checks  owed  the  Welfare  Fund,  he  could  not  explain  why  he  had  not  deposited 
all  payments.  Additionally,  during  1998  and  1999,  he  was  late  in  depositing  $34,696  in 
checks  that  belonged  to  the  Welfare  Fund  and  the  City’s  general  fund  from  unclaimed 
monies  left  in  inmates’  accounts. 

The  office  has  removed  the  accountant  from  his  duties.  Nonetheless,  the  office  still  needs  to 
improve  its  internal  control  processes  over  its  accounting  system. 
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INTRODUCTION 


The  Office  of  the  Sheriff  (office)  of  the  City  and  County  of  San  Francisco  (City)  is 
responsible  for  administering  the  Inmate  Welfare  Fund  (Welfare  Fund)  for  the 
purpose  of  aiding  inmates  confined  in  the  City’s  jails.  As  directed  by  the  San 
Francisco  Administrative  Code  (Administrative  Code),  Section  10.117-8,  the  office  uses  the 
Welfare  Fund  to  provide  educational,  vocational,  and  recreational  programs  to  inmates.  The 
fund  also  provides  money  for  medical,  dental,  and  legal  services  to  inmates  as  well  as 
supplies,  facilities,  and  equipment  that  the  inmates  use.  In  addition,  the  Welfare  Fund  is  to 
pay  any  costs  incurred  in  providing  entertainment  such  as  plays,  concerts,  and  similar 
programs  as  long  as  all  these  expenses  benefit  the  inmates  confined  in  the  City’s  jails. 


Money  in  the  Welfare  Fund  comes  from  various  sources.  The  office  deposits  into  the 
Welfare  Fund  revenues  it  earns  from  commissions  paid  by  two  telephone  companies,  Pacific 
Bell  and  Public  Communications  Services  (PCS),  for  telephone  calls  made  by  inmates  in  the 
City’s  jails;  commissions  paid  by  Swanson  Corporation,  a food  service  company  for 
operating  the  commissary  stores  in  the  jails;  commissions  paid  by  a company  that  owns 
vending  machines  located  at  the  jails;  and  contraband,  which  is  money  confiscated  from  the 
inmates  by  deputy  sheriffs  conducting  periodic  searches.  The  office  does  not  permit  inmates 
to  carry  more  than  a certain  amount  of  cash,  depending  on  the  particular  jail  in  which  the 
inmates  are  incarcerated,  and  the  deputies  confiscate  money  in  excess  of  these  amounts.  The 
office  also  deposits  into  the  Welfare  Fund  all  donations,  contributions,  and  gifts  of  money 
received  by  the  office  for  the  purpose  of  aiding  the  welfare  of  inmates. 


The  California  Code  of  Regulations  required  the  office  to  provide  for  a biennial  audit  of  the 
Welfare  Fund  until  the  Code  was  amended  effective  February  25,  1998.  In  1995,  we 
conducted  the  required  audit  of  the  Welfare  Fund  for  fiscal  years  1992-1993  and  1993-94. 
The  office  indicated  it  would  contract  with  an  audit  firm  to  conduct  the  next  required 
biennial  audit  for  fiscal  years  1994-95  and  1995-96.  When  we  inquired  as  to  the  status  of 
the  audit  in  1997,  the  office  told  us  that  it  had  contracted  with  an  audit  firm  to  conduct  the 
audit.  However,  when  we  started  our  current  audit,  we  found  that  the  audit  had  not  been 
completed. 


SCOPE  AND  METHODOLOGY 

At  the  request  of  the  office,  we  conducted  this  audit  to  determine  whether  the  office 
properly  administered  the  Welfare  Fund  between  July  1,  1997,  and  June  30,  2000,  and  spent 
the  funds  in  accordance  with  the  Administrative  Code.  To  conduct  our  audit,  we  verified 
whether  the  office  properly  recorded  and  deposited  all  the  revenues  it  received  for  the 
Welfare  Fund.  We  determined  whether  the  office’s  system  of  internal  control  was  adequate 
to  ensure  that  the  office  properly  secured  the  revenues  it  received,  correctly  authorized 
expenditures  from  the  Welfare  Fund,  and  spent  the  funds  in  accordance  with  the 
requirements  of  the  Administrative  Code.  Further,  we  visited  the  jails  to  gain  an 
understanding  of  the  various  programs  provided  for  the  welfare  and  benefit  of  the  inmates. 
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To  assess  the  reasonableness  of  payments  made  to  the  contractors,  who  provide  these 
programs,  we  examined  accounting  records,  time  sheets,  and  contract  agreements  as  part  of 
our  review  of  the  Welfare  Fund.  We  also  interviewed  managers,  staff,  and  Welfare  Fund 
program  coordinators  in  the  office.  We  limited  our  scope  to  the  funds  received  by  and  spent 
from  the  Welfare  Fund.  We  did  not  review  any  other  funds  established  for  the  inmates. 
However,  we  are  currently  conducting  a separate  audit  of  the  Inmate  Trust  Fund,  which  is 
used  by  the  inmates  to  deposit  and  withdraw  funds  while  in  the  City’s  jails. 
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THE  OFFICE  OF  THE  SHERIFF  DID  NOT  ENSURE 
THAT  IT  ACCOUNTED  FOR  ALL  COMMISSION  REVENUES 
FOR  THE  INMATE  WELFARE  FUND 

The  Office  of  the  Sheriff  (office)  has  not  accounted  for  $169,398  in  commissions  sent 
from  Pacific  Bell,  one  of  the  companies  that  provides  phone  service  to  the  City’s 
jails,  and  the  office  only  recently  collected  and  deposited  a $10,436  commission 
check  that  was  previously  issued  in  January  1998  from  Public  Communications  Services 
(PCS),  another  phone  company  that  provides  phone  service  to  the  City’s  jails.  Furthermore, 
the  office  did  not  adequately  review  the  commissions  paid  by  PCS  to  identify  that  the 
company  incorrectly  calculated  the  commissions  due  the  Sheriffs  Inmate  Welfare  Fund 
(Welfare  Fund)  and  that  it  underpaid  the  office  by  over  $24,000.  These  lapses  occurred 
mainly  because  the  office  did  not  adequately  supervise  the  accountant  given  the 
responsibility  for  receiving,  recording,  and  depositing  the  revenues  to  the  Welfare  Fund. 


The  Office  Did  Not  Deposit  All  the 
Commission  Checks  It  Received 

The  Welfare  Fund’s  accountant  did  not  deposit  thousands  of  dollars  in  commissions  from 
two  phone  companies.  As  a result,  the  office  failed  to  make  available  all  the  funds  for  the 
welfare  of  the  inmates  in  the  City’s  jails.  The  office  did  not  provide  adequate  supervision 
over  the  accountant  responsible  for  receiving,  recording,  and  depositing  the  commission 
revenues  received  by  the  office.  If  it  had,  the  office  would  have  identified  that  the 
accountant  was  not  depositing  all  the  commission  checks  he  received  for  the  Welfare  Fund. 
The  office  further  contributed  to  this  situation  by  not  maintaining  an  adequate  accounting 
system  to  record  each  check  as  it  is  received  so  that  it  does  not  lose  track  of  the  checks. 

In  the  case  of  the  first  phone  company,  Pacific  Bell,  the  accountant  failed  to  deposit 
$169,398  in  checks  that  the  company  sent  as  commissions  for  phone  service  it  provided  to 
inmates  in  the  City’s  jails.  As  part  of  our  audit  tests,  we  requested  that  Pacific  Bell  furnish 
us  with  a listing  of  the  commission  checks  it  paid  the  office  from  July  1,  1997,  through 
December  31,  1999.  According  to  Pacific  Bell,  it  sent  120  checks  totaling  $1,032,733  in 
commissions,  to  the  office  for  the  period  we  reviewed,  but  the  office’s  records  show  it 
deposited  only  1 10  checks,  or  $962,298  of  the  total.  The  office  did  not  deposit  or  even 
record  receiving  the  remaining  10  checks  totaling  $70,435,  and  Pacific  Bell  indicated  that 
the  checks  had  not  been  cashed  and  were  still  outstanding.  Pacific  Bell  also  informed  us  that 
the  office  had  not  cashed  14  other  checks,  totaling  $98,963,  which  Pacific  Bell  had  sent 
before  July  1,  1997.  We  could  not  determine  if  the  office  had  received  these  checks. 
However,  Pacific  Bell  provided  us  phone  logs  indicating  it  had  contacted  the  office’s 
accountant,  who  was  responsible  for  receiving  the  checks,  between  February  1997  and 
March  2000  to  determine  why  Pacific  Bell’s  checks  were  still  outstanding.  According  to 
entries  in  the  phone  logs,  the  accountant  told  Pacific  Bell  that  he  had  received  $53,771  of 
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these  checks  and  would  deposit  them.  However,  the  accountant  never  did  deposit  the 
checks,  and  he  did  not  give  us  any  explanation  why  he  had  not  deposited  the  checks  to  the 
Welfare  Fund. 

To  determine  if  any  funds  were  indeed  missing,  we  asked  the  accountant  to  search  his  files 
to  determine  if  he  had  retained  but  not  deposited  any  of  Pacific  Bell’s  checks.  The 
accountant  stated  he  could  not  find  any  of  the  checks.  According  to  Pacific  Bell,  its  records 
show  that  $1 13,479  of  the  $169,398  in  checks  had  not  been  cashed  and  that  it  will  reissue  a 
check  for  $1 13,479.  Pacific  Bell  is  researching  its  records  to  determine  whether  the 
remaining  $55,919  in  checks  had  been  cashed. 

Similarly,  the  office  neglected  to  deposit  a check  sent  in  January  1998  for  $10,436  from 
PCS,  the  second  phone  company  that  serves  the  City’s  inmates.  According  to  PCS,  it  sent 
$348,499  in  commission  checks  to  the  office  from  July  1,  1997,  through  December  31, 
1999,  but  the  office’s  record  show  it  had  deposited  only  $338,063  of  that  amount.  PCS 
reissued  the  check  when  we  brought  to  its  attention  that  the  check  remained  uncashed.  The 
office  deposited  the  $10,436  check  in  September  2000.  As  in  the  case  for  Pacific  Bell’s 
payments,  the  office  did  not  adequately  safeguard  the  receipt  of  the  checks. 

Although  it  does  not  appear  that  any  checks  were  stolen  and  subsequently  cashed,  we  still 
have  not  accounted  for  more  than  $55,000  of  the  checks. 


Corrective  Action 

After  discussing  our  finding  with  the  office,  it  took  immediate  action  and  requested  the  two 
phone  companies  to  reissue  checks  for  amounts  that  the  office  had  not  previously  cashed. 
The  office  also  removed  the  accountant  from  many  of  his  duties  and  is  implementing 
procedures  to  monitor  regularly  the  receipt  of  commission  checks. 


The  Office  Did  Not  Sufficiently  Ensure  That  a Vendor 
Paid  the  Correct  Commissions  to  the  Welfare  Fund 

The  office  did  not  identify  that  PCS  underpaid  commissions  by  more  than  $24,000  from 
January  1998  through  December  1999  because  the  company  incorrectly  calculated 
commissions  due  to  the  Welfare  Fund.  According  to  its  contract  with  the  office,  PCS  is  to 
pay  a commission  of  40  percent  of  the  sales  revenues  generated  from  inmates’  long-distance 
phone  calls  from  the  City’s  jails.  For  the  period  we  reviewed,  PCS  paid  $293,431  in 
commissions  to  the  office.  We  examined  a sample  of  invoices  and  calculated  that  PCS  paid 
from  35  to  39  percent  commissions  on  its  revenues  instead  of  the  required  40  percent.  In 
May  2000,  when  we  contacted  PCS  about  this  error,  the  phone  company  indicated  it  had 
also  recently  discovered  its  mistake  and  had  taken  steps  to  pay  the  office  the  additional 
percentage  that  was  due,  or  $24,124,  plus  an  additional  $898  as  interest.  We  verified  that  as 
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of  September  2000,  the  office  had  collected  and  deposited  the  $25,022  to  the  Welfare  Fund 
for  the  commissions  and  additional  interest  owed  by  PCS. 

Staff  in  the  office  indicated  they  are  preparing  procedures  to  review  payments  by  vendors  to 
ensure  that  vendors  pay  the  commissions  required  by  their  contracts  with  the  office. 

Because  it  did  not  have  such  procedures,  the  office  was  not  ensuring  that  the  Welfare  Fund 
received  all  the  revenues  that  should  be  made  available  for  the  welfare  and  benefit  of 
inmates  in  the  City’s  jails. 


THE  OFFICE  WAS  SLOW  IN  DEPOSITING 
MORE  THAN  $1  MILLION 
TO  THE  WELFARE  FUND 

Not  only  did  the  Office  of  the  Sheriff  fail  to  deposit  some  payments  from  vendors,  but  also 
it  was  late  in  depositing  to  the  Welfare  Fund  more  than  $1,000,000  in  other  revenue  checks 
it  received  from  vendors.  The  office  deposited  the  checks  from  one  month  to  more  than 
three  years  after  the  vendors  issued  them.  As  in  the  case  of  the  checks  the  office  never 
deposited,  the  delayed  deposits  exposed  the  office  to  the  risk  of  revenue  loss  from  error  or 
theft,  and  prevented  the  office  from  using  the  funds  to  benefit  inmates. 

From  July  1,  1997,  through  June  30,  2000,  the  office  deposited  a total  of  $2,809,430,  to  the 
Welfare  Fund.  The  Appendix  presents  the  Welfare  Funds’  revenues  and  expenditures  for  the 
three  years  we  audited.  It  is  a general  City  practice  that  departments  deposit  checks  they 
receive  within  a few  days  of  receipt.  However,  the  accountant  responsible  for  recording 
receipt  of  the  commission  revenues  and  depositing  the  checks  to  the  Welfare  Fund  failed  to 
deposit  promptly  all  the  checks  he  received.  The  following  table  shows  the  number  of  and 
total  for  the  checks  that  the  accountant  deposited  late. 

Delays  in  Depositing  Vendors’  Commission  Checks 
by  the  Office  of  the  Sheriff 


Number 
of  Checks 

Amount 

Check  Issue  Dates 

Deposit  Dates 

Delay 

2 

$ 8,426 

June  1996  and  July  1996 

March  2000 

More  than  3 years 

5 

59,237 

August  1996  to  December  1996 

December  1999 

3 years 

43 

301,296 

July  1997  to  June  1998 

August  1998 

1 month  to  more  than  1 year 

76 

646,828 

July  1998  to  June  1999 

December  1999 

5 months  to  more  than  1 year 

126 

$ 1,015,787 
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The  accountant  did  not  explain  why  he  had  not  deposited  the  checks  promptly.  The  office 
contributed  to  this  situation  by  not  adequately  supervising  the  accountant  to  ensure  that  the 
accountant  properly  recorded  and  deposited  the  checks  as  he  received  them. 


THE  OFFICE  WAS  SLOW  IN  DEPOSITING 
OTHER  REVENUE  TO  THE  WELFARE  FUND 
AND  GENERAL  FUND 

In  addition  to  delayed  deposits,  the  office  was  slow  to  deposit  35  checks,  totaling  $34,696, 
from  the  Inmate  Trust  Fund,  for  which  $1,386  was  owed  to  the  Welfare  Fund  and  $33,310 
was  owed  to  the  City’s  general  fund.  The  Inmate  Trust  Fund’s  custodian  sent  these  checks 
to  the  office  from  July  1998  to  September  1999,  but  the  office’s  accountant  did  not  deposit 
the  checks  until  May  2000  or  from  9 to  22  months  after  he  had  received  the  checks.  The 
Inmate  Trust  Fund  custodian  is  responsible  for  the  inmates’  personal  funds  held  in  the  trust 
fund  account  for  inmates’  use  while  they  are  in  jail.  Inmates  can  purchase  commissary  items 
and  pay  for  the  use  of  telephones  in  the  City’s  jails.  If  an  inmate  is  released  and  fails  to  claim 
his  or  her  funds  after  one  year,  the  Inmate  Trust  Fund  custodian  closes  the  account  and 
issues  a check  to  the  City’s  general  fund  for  the  amount  of  the  unspent  funds.  In  addition, 
the  custodian  also  sends  a check  for  cash  seized  from  inmates  as  contraband,  which  should 
be  deposited  to  the  Welfare  Fund.  The  accountant  did  not  deposit  the  checks  until  the 
Inmate  Trust  Fund  custodian  brought  this  problem  to  the  attention  of  the  office  in  March 
2000.  Although  we  questioned  the  accountant,  he  again  failed  to  provide  any  explanation 
why  he  had  not  promptly  deposited  the  checks  to  the  Welfare  Fund. 


THE  OFFICE  DID  NOT  KEEP  TRACK 
OF  CASH  RECEIPTS  PROPERLY 

In  February  2000,  the  Office  of  the  Sheriff  discovered  that  the  Welfare  Fund  accountant  had 
not  deposited  a large  amount  of  cash  and  asked  us  to  conduct  an  independent  cash  count  of 
the  funds  in  the  safe  that  the  accountant  used  to  safeguard  the  cash.  We  conducted  a cash 
count  on  February  22,  2000,  and  found  that  the  accountant  retained  almost  $18,000  in  cash 
but  had  not  kept  any  formal  records  to  identify  clearly  the  sources  for  most  of  the  funds. 
Because  it  retains  such  large  amounts  of  cash  in  the  safe  and  keeps  poor  records  of  this 
money,  the  office  increases  the  risk  that  it  will  lose  the  funds  because  of  error  or  theft. 
Instead  of  an  organized  log  documenting  the  sources  of  the  cash,  some  written  notes  on 
envelopes  and  loose  slips  of  paper  identified  various  amounts  of  cash  the  accountant  had 
received.  The  office  was  able  to  determine  from  reviewing  its  records  that  $1,650  of  the 
cash  belongs  to  the  Inmate  Welfare  Revolving  Fund  and  that  another  $2,500  belongs  to  the 
fund  used  by  the  office  for  its  drug  investigations. 

According  to  the  notes  we  found  and  our  discussions  with  the  accountant,  the  remaining 
$13,850  represents  cash  that  the  office  should  have  deposited  to  the  general  fund  and 
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Welfare  Fund.  The  accountant  told  us  that  the  cash  came  from  a combination  of  sources, 
including  contraband,  which  is  cash  confiscated  from  inmates  during  periodic  searches 
conducted  at  the  jails,  proceeds  generated  from  a sale  sponsored  by  inmates,  and  funds  that 
former  inmates  had  not  claimed. 

Although  the  deputy  sheriffs  prepare  incident  reports  about  the  amounts  of  cash  seized 
during  searches  at  the  jails,  the  accountant  did  not  keep  records  that  summarized  the 
sources  of  the  cash  he  received.  In  our  1994  audit  of  the  Welfare  Fund,  we  recommended 
that  the  office  prepares  a summary  of  all  confiscated  cash  received  from  the  jails  and  retain 
the  incident  reports  in  a file  so  that  the  office  has  records  of  the  amounts  it  collects  from 
inmates.  At  that  time,  the  office  indicated  it  had  devised  a computerized  log  of  collections 
for  the  Welfare  Fund  maintained  by  the  office’s  accounting  division.  However,  the  office  did 
not  maintain  this  log  and  therefore,  we  could  not  determine  if  the  accounting  division 
accounted  for  the  cash  it  confiscated  from  inmates.  As  of  May  2000,  the  office  initiated  a 
procedural  change  to  record  all  sources  and  amounts  of  cash  received  for  the  Welfare  Fund. 


THE  OFFICE  NEEDS  TO  IMPROVE 
PROCEDURES  FOR  MONITORING  CONTRACT 
SERVICES  FOR  THE  INMATE  WELFARE  PROGRAM 

The  Office  of  the  Sheriff  does  not  ensure  that  it  correctly  pays  personal  service  contractors 
who  provide  various  services  for  the  inmate  welfare  program.  Our  audit  disclosed  that  the 
office  used  hourly  or  per-unit  rates  to  pay  its  24  contractors  from  July  1,  1997,  to  June  30, 
1999,  but  the  office  did  not  require  supporting  documentation  for  the  hours  charged  or  the 
amount  of  services  provided.  During  our  review,  we  also  found  that  the  office  paid  one  of 
its  contractors  more  than  $10,000  in  administrative  fees  that  the  contract  did  not  require. 


The  Office  Does  Not  Ensure  That 

It  Pays  Correctly  the  Inmate  Welfare  Program's 

Personal  Service  Contractors 

The  office  pays  personal  service  contractors  without  obtaining  adequate  proof  from  the 
contractors  that  they  provided  the  services  for  which  they  billed.  The  office  used  hourly 
rates  to  reimburse  contractors  that  supplied  vocational  training  classes,  and  it  paid 
according  to  units  of  service  those  contractors  that  furnished  acupuncture  treatments. 
Although  contractors  submit  invoices  showing  the  total  hours  charged,  or  the  total  units  of 
service  provided,  the  office  pays  the  invoices  without  obtaining  detailed  documents,  such  as 
time  sheets  or  attendance  records,  to  show  that  the  invoices  represent  accurately  the 
contractors’  hours  or  units  of  service.  Of  the  21  invoices  we  reviewed,  none  had  the 
necessary  supporting  time  sheets  or  breakdown  of  incurred  expenses  to  enable  the  office  to 
determine  whether  the  contractors  had  provided  the  services  the  invoices  listed. 
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The  program  administrator  responsible  for  overseeing  the  inmate  welfare  program  told  us 
that  some  contractors  provide  time  sheets  of  hours  worked  or  attendance  records  for 
services  provided;  however,  the  program  coordinators  approve  the  invoices  for  payment  but 
do  not  forward  these  documents  to  the  accountant.  Further,  when  we  reviewed  the  records 
retained  by  the  program  coordinators  to  determine  whether  contractors  had  correctly  billed 
the  office  for  their  services,  we  found  that  the  summaries  of  detailed  records  submitted  by 
the  contractors  did  not  support  the  amounts  approved  for  payment.  For  example,  on  one 
invoice  we  tested  from  Community  Works,  the  contractor  charged  the  office  $5,550  for 
providing  222  hours  of  theatre,  art,  and  writing  classes  to  inmates.  The  contractor  listed  the 
total  number  of  hours  both  she  and  her  five  employees  worked  during  the  month.  When  we 
examined  the  supporting  records,  however,  we  found  that  the  time  sheets  did  not  provide 
details,  such  as  the  dates  and  times  that  both  one  employee  and  the  contractor  worked. 
Another  employee’s  time  sheet  listed  the  nine  days  he  worked;  however,  six  entries  showing 
the  time  he  started  work  and  the  time  he  stopped  work  were  illegible,  and  he  miscalculated 
the  number  of  hours  he  worked  on  one  of  the  other  days.  Because  of  these  problems,  the 
contractor  overstated  the  number  of  hours  worked  by  four  hours,  thus  overcharging  the 
office  by  $100.  In  addition,  the  contractor  also  overstated  by  $50  the  amount  due,  bringing 
the  overcharge  to  $150  on  this  one  invoice. 

The  office  also  has  not  caught  other  mistakes  that  appear  on  invoices  submitted  by 
contractors.  Our  review  identified  several  errors  on  the  21  invoices  we  examined  that 
demonstrate  the  office  incorrectly  paid  some  contractors  between  July  1,  1997,  and 
December  3 1,1999.  According  to  the  program  administrator,  either  she  or  the  program 
coordinators  for  the  inmate  welfare  program  approve  and  sign  invoices  from  contractors. 
The  invoices  are  then  forwarded  to  the  Welfare  Fund  accountant,  who  initiates  payments  to 
the  contractors.  According  to  the  program  administrator,  she  believes  that  for  the  period  we 
reviewed,  the  hours  billed  by  the  inmate  welfare  programs’  contractors  were  correct. 
Nevertheless,  she  acknowledged  that  it  is  difficult  to  keep  track  of  contractors’  hours 
because  each  contract  is  different,  and  each  contractor  serves  different  jails.  According  to 
the  program  administrator,  most  of  the  contractors  arranged  with  the  office  to  visit  the  jails 
to  provide  the  services;  therefore,  the  office’s  personnel  would  know  if  the  contractors  did 
not  arrive  to  perform  the  services  required  by  their  agreements. 

However,  despite  the  program  administrators’  reservations  about  the  practicality  of 
monitoring  the  activities  of  contractors  that  visit  various  facilities,  the  office  could  easily 
have  tracked  contractors’  services  and  hours.  The  office  should  have  supplied  each  facility 
with  sign-in  sheets  on  which  contractors  document  the  dates  and  times  they  report  to  work 
at  the  jails.  If  the  contractors  received  reimbursements  for  units  of  service,  the  providers 
should  also  have  used  sign-in  sheets  to  list  the  inmates  receiving  services.  The  program 
administrator  or  program  coordinator  could  then  have  used  these  lists  to  make  sure  that  the 
sign-in  sheets  support  the  hours  and  services  claimed  on  corresponding  invoices. 
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As  of  May  2000,  one  of  the  program  coordinators  confirmed  that  the  office  had  begun 
using  a sign-in  sheet  for  contractors  at  one  jail.  However,  for  effective  control  of 
expenditures,  the  office  needs  to  implement  sign-in  sheets  at  every  facility  that  contractors 
serve. 


The  Office  Paid  a Contractor 
Unnecessary  Administrative  Fees 

The  Office  of  the  Sheriff  paid  one  contractor,  Acupuncture  and  Recovery  Treatment 
Services,  Inc.,  more  than  $10,000  in  administrative  fees  that  the  terms  of  the  contract  did 
not  require,  thus  reducing  unnecessarily  the  amount  of  money  available  in  the  Welfare  Fund. 
The  contractor  was  to  supply  acupuncture  treatments  in  fiscal  year  1998-99  for  the  inmate 
welfare  program,  and  the  office  was  to  reimburse  the  provider  at  the  rate  of  $50  per  hour 
plus  $1.25  for  supplies  per  treatment.  Because  of  the  absence  of  time  sheets  and  treatment 
logs,  we  could  not  determine  whether  the  contractor  billed  the  office  correctly  for  the 
number  of  hours  worked  and  the  units  of  supplies.  Furthermore,  the  contractor  added  an 
additional  administrative  fee  of  10  percent  to  its  invoices.  The  contractor’s  invoices  clearly 
indicated  that  it  was  charging  the  office  an  administrative  fee,  and  the  program 
administrator  or  program  coordinator  approved  the  contractor’s  12  invoices,  including 
$10,068  in  administrative  fees. 

When  we  spoke  to  the  program  administrator,  she  stated  that  the  program  coordinators  and 
she  authorize  payment  of  the  invoices  but  that  they  are  unaware  of  the  contract  terms. 
According  to  the  program  administrator,  the  office  does  not  provide  copies  of  the  contracts 
to  her  or  the  program  coordinators.  When  we  spoke  to  the  contractor,  the  director  of  the 
company  stated  she  charged  the  administrative  fees  because  the  office  required  her  to  attend 
meetings,  and  she  could  not  charge  an  hourly  rate  for  her  time  so  she  instead  added  the  10 
percent  administrative  fees  to  the  12  invoices. 


THE  OFFICE  DOES  NOT  ENSURE 

THE  ACCURACYOF  AMOUNTS  BILLED 

BY  ITS  PROVIDER  OF  COMMISSARY  SERVICES 

Not  only  has  the  inmate  welfare  program’s  management  failed  to  check  whether  each 
invoice  matches  the  terms  of  its  respective  contract,  but  the  office  has  not  properly 
monitored  Swanson  Corporation  (Swanson),  its  provider  of  commissary  services  for  the 
jails,  to  ensure  that  inmates  actually  ordered  and  received  goods  billed  to  the  office.  When 
an  inmate  has  less  than  $1  in  his  or  her  trust  fund  or  places  a menu  request  but  does  not 
have  enough  money  for  the  purchase,  Swanson  delivers  an  “indigent  bag.”  An  indigent  bag 
contains  three  postage-paid  envelopes,  two  pieces  of  candy,  one  pencil,  and  three  sheets  of 
ruled  paper.  Swanson  delivers  the  supplies  to  the  inmates  and  bills  the  office  for  the  costs, 
which  the  office  pays  from  the  Welfare  Fund.  Each  fiscal  year,  the  office  pays  Swanson 
approximately  $44,000  for  the  indigent  bags. 
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However,  for  the  period  we  reviewed,  the  office  paid  the  full  amount  that  Swanson  billed 
each  month  without  ensuring  that  the  amounts  were  correct  and  that  the  supplies  had 
actually  been  ordered  by  and  delivered  to  the  inmates.  The  office’s  files  contain  no  evidence 
that  staff  reconcile  Swanson’s  invoices  to  the  orders  placed  by  the  inmates  or  to  the  delivery 
tags  returned  from  Swanson  for  the  indigent  bags  it  supplies.  Because  Swanson  returns  to 
the  office  the  request  forms  and  delivery  tags  for  the  indigent  bags,  the  office  has  the 
information  to  verify  whether  the  order  amounts  billed  by  Swanson  match  the  goods 
ordered  by  and  delivered  to  the  inmates. 

To  determine  whether  Swanson  was  correctly  billing  the  office  for  indigent  bags,  we 
reviewed  a sample  of  invoices  from  a four-week  period  and  traced  the  total  supplies  billed 
to  the  original  menu  orders  and  request  forms  for  indigent  bags.  For  the  four  weeks  we 
tested,  we  found  that  Swanson  filled  2,284  requests  for  indigent  bags,  but  it  billed  the  office 
for  2,339  bags  or  55  more  than  indicated  by  the  request  forms  on  file.  Each  indigent  bag 
costs  $1.45,  so  Swanson  charged  the  office  for  $79.75  more  in  supplies  than  it  provided  to 
inmates.  Although  this  overcharge  is  not  significant,  we  believe  that  the  office  should  count 
or  reconcile  the  number  of  goods  ordered  to  the  amounts  billed  to  ensure  that  Swanson 
does  not  misstate  amounts  due. 


RECOMMENDATIONS 

To  ensure  that  the  Office  of  the  Sheriff  fulfills  its  financial  responsibilities  for  the  Inmate 

Welfare  Fund  and  that  it  accounts  for  all  the  revenues  that  it  should  deposit  to  the  fund,  it 

should  take  the  following  steps: 

• Collect  a reissued  check  for  $1 13,479  from  Pacific  Bell.  Follow  up  with  Pacific  Bell  to 
see  whether  their  records  reflect  that  the  remaining  $55,919  can  also  be  reissued  to  the 
office. 

• Review  the  payments  received  from  vendors  that  pay  to  the  office  commissions  for 
providing  goods  and  services  to  inmates  in  the  City’s  jails.  Staff  should  routinely  review 
the  payments  to  make  sure  that  the  vendors  are  submitting  the  correct  commissions  to 
the  office.  The  office  should  specifically  recalculate  the  commission  payments  received 
from  PCS  after  December  31,  1999. 

• Deposit  promptly  all  checks  received  into  the  Inmate  Welfare  Fund.  The  office  should 
maintain  a summary  of  all  commissions  and  other  revenue  received  as  well  as  supporting 
records.  The  supporting  records  should  include  both  the  date  of  receipt  and  the  date 
funds  are  deposited.  Supervisory  personnel  should  review  the  accounting  records 
periodically  to  ensure  that  assigned  staff  is  following  the  procedures. 

• Deposit  immediately  into  its  bank  account  all  the  cash  the  office  receives.  The  office 
should  maintain  a summary  and  centralized  incident  report  file  related  to  funds 


CONTROLLER’S  AUDITS  DIVISION 


12 


confiscated  from  inmates.  In  addition,  the  office  should  retain  the  incident  reports  in  a 
file  to  support  its  records  of  the  amounts  it  has  collected  and  deposited. 

To  ensure  that  the  Office  of  the  Sheriff  pays  personal  service  contractors  and  vendors  only 

for  services  they  actually  provide,  the  office  should  take  these  actions: 

• Keep  time  sheets  and  service  records  at  each  jail  facility  and  require  contractors  to  sign 
the  time  sheets  so  that  the  office  can  make  certain  it  pays  contractors  only  for  hours 
worked  and  services  provided.  At  each  jail,  the  program  coordinator  should  keep  a 
record  of  the  number  of  hours  worked  by  each  contractor.  The  record  should  show  that 
jail  personnel  who  would  have  direct  knowledge  about  the  services  provided  have 
verified  the  accuracy  of  the  hours  or  services  charged. 

• Recover  the  September  1997  overpayment  of  $150  to  Community  Works,  and  compare 
invoices  to  available  time  sheets,  and  attendance  records  from  July  1,  1997,  to  the 
present,  to  verify  that  the  contractor  correctly  charged  the  office. 

• Recover  the  $10,068  in  administrative  fees  paid  between  July  1,  1998,  to  June  30,  1999 
to  Acupuncture  and  Recovery  Treatment  Services,  Inc.  and  recover  any  additional 
administrative  fees  on  subsequent  invoices.  In  addition,  the  office  should  provide  copies 
of  the  service  providers’  contracts  to  the  program  administrator  and  program 
coordinators  to  allow  them  to  review  the  contracts  prior  to  authorizing  payments  to 
contractors,  and  only  pay  invoices  at  the  rates  and  hours  agreed  to  in  the  contracts. 

• Instruct  its  deputy  sheriffs  at  the  jails  to  count  either  the  total  number  of  indigent  bags 
they  receive  for  distribution  or  the  number  of  indigent  request  forms  collected  from  the 
inmates  after  the  deputy  sheriffs  have  distributed  the  indigent  bags.  Each  week  the 
deputy  sheriffs  should  record  and  forward  to  the  office’s  accounting  unit  the  number  of 
bags  or  forms  counted  so  that  the  accounting  unit  can  reconcile  this  number  with 
weekly  invoices  from  Swanson. 

We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 

We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Maureen  Gannon,  Audit  Manager 
Renee  Brescia 
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APPENDIX 


Sheriffs  Inmate  Welfare  Fund 
Statement  of  Revenues  and  Expenditures 
For  Fiscal  Years  Ended  June  of  1998,  1999,  and  2000 


Revenues 

Swanson  Inmate  Commissary  Services,  Inc. 
Pacific  Bell 

Public  Communication  Services,  Inc. 

Other  Revenues 
Deposits  in  Transit 

June  30,  1998 

$121,512 

235,285 

56,519 

2,417 

372,050 

June  30,  1999 

$177,400 

279,620 

84,987 

13,418 

June  30,  2000 

$488,353 

456,493 

523,964 

(2588) 

Total  Revenues 

$787,783 

$555,425 

$1,466,222 

Expenditures 

Professional  Services 

$494,196 

$664,383 

$789,759 

Miscellaneous  Supplies 

113,326 

114,008 

105,372 

Salaries  for  Prisoners’  Programs 

41,145 

43,505 

210,979 

Payments  to  Other  Governments 

22,352 

- 

- 

Subscriptions 

22,264 

22,212 

28,644 

Legal  Services 

15,370 

- 

- 

Reproduction 

1,287 

156 

19,353 

Data  Processing  Services 

1,915 

3,353 

15,775 

Allocated  Phone  Services 

- 

- 

33,800 

Other  Expenditures 

33,900 

28,933 

43,662 

Total  Expenditures 

$745,755 

$876,550 

$1,247,344 

Net  Increase  (Decrease)  $42.028  ($321.1251  $218.878 
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• 

RESPONSE  TO  THE  AUDIT 


OFFICE  OF  THE  SHERIFF 
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DFFICE  OF  THE  SHERIFF 


Z\ty  and  County  of  San  Francisco 


Michael  Hennessey 

SHERIFF 


415  - 554  - 7225 


December  12,  2000 
Reference  #:  2000-216 


Edward  Harrington,  Controller 
City  Hall  - Room  316 


1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 


Dear  Mr.  Harrington: 

I have  reviewed  the  Controller’s  Audits  Division  report  of  its  audit  of  the  Sheriffs 
Inmate  Welfare  Fund.  Because  of  concerns  with  the  management  of  the  Inmate  Welfare 
Fund  account,  my  staff  contacted  your  office  in  February,  2000  and  requested  this  audit. 

I would  like  to  thank  you  and  your  staff  for  their  thorough  and  careful  work. 

By  way  of  background,  historically,  my  department  relied  on  sworn  members  of  the  staff 
to  prepare  its  budget  and  supervise  financial  operations.  While  of  senior  level  and  skilled 
in  jail  operation  and  law  enforcement,  these  individuals  lacked  formal  training  in 
accounting  and  financial  management.  In  spite  of  dramatic  growth  in  the  size  of  the 
office  over  the  past  10  years,  the  office  had  only  one  accountant  to  handle  all  the 
accounting  duties  of  a large  department,  including  the  maintenance  of  thousands  of 
accounts  held  in  trust  for  civil  litigants.  Finally,  after  requesting  authorization  for  a 
professional  finance  manager,  the  office  was  able,  in  1998,  to  hire  a trained  and 
experienced  manager,  who  assembled  a competent,  skilled  staff.  This  has  led  to  a vast 
improvement  in  the  quality  of  accounting  performed  by  the  office. 

Following  is  our  response  to  each  audit  recommendation: 

Recommendation  1 - Collect  a reissued  check  for  SI  13,479  from  Pacific  Bell.  Follow  up 
with  Pacific  Bell  to  see  whether  their  records  reflect  that  the  remaining  S55,919  can  also 
be  reissued  to  the  office. 

Response  1 - We  are  in  the  process  of  collecting  the  money  from  Pacific  Bell.  We  will 
inform  the  Audits  Division  as  soon  as  we  receive  the  payment. 


>M  456.  CITY  HALL 

(.  CARLTON  B.  GOODLETT  PLACE 


SAN  FRANCISCO.  CA  94102 
Rtxyded  Paper 


FAX  415  - 554  - 7050 
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Recommendation  2 - Review  the  payments  received  from  vendors  that  pay  to  the  office 
commissions  for  providing  goods  and  services  to  inmates  in  the  City's  jails.  Staff  should 
routinely  review  the  payments  to  make  sure  that  the  vendors  are  submitting  the  correct 
commissions  to  the  office.  The  office  should  specifically  recalculate  the  commission 
payments  received  from  PCS  after  December  31,  1999. 

Response  2 - The  staff  will  advise  vendors  to  include  supporting  documents  with  their 
commission  payments.  We  will  review  the  commission  payments  received.  Also,  our 
accounting  staff  will  recalculate  the  commission  payments  received  from  PCS  after 
December  31,  1999  and  will  inform  the  Audits  Division  of  any  changes. 

Recommendation  3 - Deposit  promptly  all  checks  received  into  the  Inmate  Welfare 
Fund.  The  office  should  maintain  a summary  of  all  commissions  and  other  revenue 
received  as  well  as  supporting  records.  The  supporting  records  should  include  both  the 
date  of  receipt  and  the  date  funds  are  deposited.  Supervisory  personnel  should  review  the 
accounting  records  periodically  to  ensure  that  assigned  staff  is  following  the  procedures. 

Response  3 - Implemented  during  audit. 

Recommendation  4 - Deposit  immediately  into  its  bank  account  all  the  cash  the  office 
receives.  The  office  should  maintain  a summary  and  centralized  incident  report  file 
related  to  funds  confiscated  from  inmates.  In  addition,  the  office  should  retain  the 
incident  reports  in  a file  to  support  its  records  of  the  amounts  it  has  collected  and 
deposited. 

Response  4 - Implemented  during  audit.  Currently  our  accounts  receivable  staff 
maintains  all  summaries  and  incident  reports  in  file  to  support  all  money  collected  and 
deposited. 

Recommendation  5 - Keep  time  sheets  and  service  records  at  each  jail  facility  and 
require  contractors  to  sign  the  time  sheets  so  that  the  office  can  make  certain  it  pays 
contractors  only  for  hours  worked  and  services  provided.  At  each  jail,  the  program 
coordinator  should  keep  a record  of  the  number  of  hours  worked  by  each  contractor.  The 
record  should  show  that  jail  personnel  who  would  have  direct  knowledge  about  the 
sendees  provided  have  verified  the  accuracy  of  the  hours  or  services  charged. 

Response  5 - Implemented.  See  attached  memo  from  Sunny  Schwartz,  Jail  Program 
Administrator. 

Recommendation  6 - Recover  the  September  1997  overpayment  of  $150  to  Community 
Works,  and  compare  invoices  to  available  time  sheets,  and  attendance  records  from  July 
1 , 1 997  to  the  present,  to  verify  that  the  contractor  correctly  charged  the  office. 

Response  6 - Community  Works  agreed  to  return  the  overpayment.  Staff  is  currently 
reviewing  records  for  accuracy. 
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Recommendation  7 - Recover  the  $10,068  in  administrative  fees  paid  between  July  1, 
1998  to  June  30,  1999  to  Acupuncture  and  Recovery  Treatment  Services,  Inc.  and 
recover  any  additional  administrative  fees  on  subsequent  invoices.  In  addition,  the  office 
should  provide  copies  of  the  service  providers'  contracts  to  the  program  administrator  and 
program  coordinators  to  allow  them  to  review  the  contracts  prior  to  authorizing  payments 
to  contractors,  and  only  pay  invoices  at  the  rates  and  hours  agreed  to  in  the  contracts. 

Response  7 - This  longstanding  practice  of  paying  administrative  fees  was  not  correctly 
identified  in  prior  year  contracts.  We  are  amending  the  2000-01  contract  to  conform  with 
this  practice.  Also,  we  do  provide  copies  of  the  contracts  to  the  program  administrator 
and  program  coordinators  for  their  review.  Accounting  staff  routinely  verify  contract 
terms  prior  to  processing  invoices. 

Recommendation  8 - Instruct  its  deputy  sheriffs  at  the  jails  to  count  either  the  total 
number  of  indigent  bags  they  receive  for  distribution  or  the  number  of  indigent  request 
forms  collected  from  the  inmates  after  the  deputy  sheriffs  have  distributed  the  indigent 
bags.  Each  week  the  deputy  sheriffs  should  record  and  forward  to  the  office's  accounting 
unit  the  number  of  bags  or  forms  counted  so  that  the  accounting  unit  can  reconcile  this 
number  with  weekly  invoices  from  Swanson. 

Response  8 - Custody  Division  staff  will  establish  the  appropriate  procedures  for 
implementation  in  the  jails. 

Again,  thank  you  to  you  and  your  staff  for  a helpful  report. 
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■ 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Treasurer 
Budget  Analyst 
Public  Library 
KPMGLLP 
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